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T he Inter-American Foundation was created by the U.S.-Congress in 1969 to support the self-help efforts of

poor people in Latin America and the Caribbean. Rather than working through governments, the Foundation
responds directly to the initiatives cf the.poor by supporting. local private organizations. The Foundation receives funds
from Congressional appropriations and from the Social Progress Trust Fund, which is administered by the Inter-
American Development Bank.

Established by Congress as an independent agency, the Foundation is apolitical and nonpartisan in its development
efforts. It is governed by a nine-member Board of Directors appointed by the President and confirmed by the Senate.
By law, six members of the Board are from private organizations, and three are from the U.S. Government.

Since 1971, the Foundation has made 2,710 grants throughout Latin America and the Caribbean for a total of
$270.4 million. Many grants go to grassroots organizations such as agricultural cooperatives, community associations,
and small urban enterprises. Others go to larger. organizations that work with local groups and provide them with
credit, technical assistance, training, and marketing services.

The Foundation has 68 staff members, all based at its office in Rosslyn, Virginia. Its operating budget for Fiscal Year
1988 was approximately $28.4 million.
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=i A LETTER FROM THE CHAIRMAN

Strategy for Change

| ix years have passed since I became the
i Foundation’s Chairman, and in that time
much has been accomplished. Reflecting on this
record, I am convinced that the course which we
charted in 1982 must continue if the Foundation is
to surmount today’s challenges and solve the prob-
lems it will face tomorrow.

When I was appointed Chairman, the Founda-
tion’s future was uncertain. Critics maintained that
it was no longer as innovative or respcnsive as it
had been. Knowing that time was of the essence, I
set about learning everything I could about the
Foundation, its programs, and beneficiaries. I read
a great deal, visited projects we supported, and
sought the valuable counsel of Board members,
staff, and grantees.

I quickly concluded that improvements were
needed and new approaches to grassroots develop-
ment required. Most importantly, it was clear to
me that sustained grassroots development would
not be possible without integrating the Latin
American business community into the process. As
a businessman, I knew how much expertise and
talent was being wasted, and I knew how much
more we could accomplish together.

Such change required strong leadership. There-
fore, I assembled a new management team that
understood the institution’s needs. Some doubted
my vision. Some doubted whether the Fouidation
could survive such a transformation. Yet, it is now
clear that we have not only survived—we have
flourished.

I have mentioned the importance of leadership.
Simply stated, I viewed my mission as making the
Foundation the best development agency possible.
And if this meant doing some things differently, I
was prepared to assume the responsibility for my
actions. I committed myself to demonstrating how
our strategy for charge would make the Founda-
tion an even better and more dynamic institution.

The rcsults of our efforts are most encouraging.
Today, the Foundation enjoys more support in
Congress than at any previous time. Republicans
and Democrats alike praise the Foundation as one
of the most effective and admired U.S. foreign
assistance programs. There is other evidence of
this support. This past fiscal year, Congress pro-
vided the Foundation with the largest single
Congressional appropriation in our history. We
fully expect this support to continue.

How did these remarkable changes come about,
and what do they mean for the future? First, I
worked with all those interested in the Foundation
to demonstrate my genuine commitment to its mis-
sion and to grassroots development. Second, my
actions clearly reflected that my only agenda was
to make the Foundation a more flexible and inno-
vative institution.

Of our many accomplishments over the past six
years, I am especially proud of these:
® First and foremost, appointing Deborah Szekely

as president of the Inter-American Foundation.

I knew that the Foundation needed a leader who

could cut to the core of problems and propose

pragmatic solutions. Deborah Szekely’s hands-on
business experience and practical approach to
development have yielded tremendous resulits.

It was clear that sustained
grassroots development wouid not
be possible without integrating the
Latin American business
community into the process.
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o Developing a close working-relationship with my
fellow Board members. Together, we developed
and implemented creative policies that promote
the Foundation’s best initiatives in small busi-
ness, education, health care, and leadership
training. I have stimulated the Board to revise
cumbersome policies and procedures in order to
achieve concrete results.

® Broadening the scope and experience of those
who serve, through recruiting staff with both
business and development skills.

o Establishing In-Country Support (ICS) systems in
19 countries to provide vitally important techni-
cal services to grantees. The ICS management
initiative greatly enhances our grantees’ chances
for success, and also enhances the Foundation’s
effectiveness in the field.

® Devoting more attention tc small-business devel-
opment in Latin America. By reaching out to
regional and national business leaders, the Foun-
dation continues to expand the base of support
for grassroots development in the communities
in which we work.

¢ Increasing public awareness about grassroots
development. A much larger audience of devel-
opment specialists, educators, and grantees now
benefit from the Foundation’s contributions
through a vigorous and greatly expanded learn-
ing and dissemination program. This program
underscores our efforts to experiment and
innovate,

Credit and technical assistance
from the 1AF have mcreased the
productivity of microentreprencurs
throughout Latin America and the
Caribbean, including thes metal
worker in Guayaqul, Ecuador.

® Resuming work in Brazil.

Today, our efforts comple-

ment those of like-minded

Brazilian institutions, and

together we are striving

to alleviate poverty by
transferring technology
and usef"1 skills to the
grassroots.

® Lastly, I am proud of expanding our networks of
contacts with key nongovernmental organiza-
tions in Latin America and the Caribbean whose
programs complement and, in some cases, pre-
cede similar efforts by the region’s national
governments.

As is often the case, the sum total of these
efforts has been much greater than the individual
parts. The result has been a staff committed to
innovative programs in the field, tremendous
bipartisan political suppo:t at home, and greater
awareness of the need for the kinds of common-
sense approaches to development now advocated
by the Foundation.

Today, the Inter-American Foundation is a
stronger, more vibrant institution than when I
became its chairman. In the process, this tiny
agency has brought great credit to the American
people. It will continue to do so with strong and
committed leadership.

For six years, I have worked to demonstrate
what the Inter-American Foundation can be. [
want nothing more than to continue on the path
we have taken.

— Nickar Slaney
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¥ oresight and vision, horizons without limit,
.4 are the subjects of this, my fifth and final

letter as President of the Inter-American Founda-
tion. It is also the most difficult to write. My years
as President of the JAF have been an honor and a
privilege, and when I leave this summer, it will be
with regret and a deep sense of loss. These last
few years have been among the most gratifying of
my life.

However, I am one of those entrepreneurs who
believes that a change in leadership at the top adds
invaluable dimensions to any organization. I now
hope to take the knowledge I have gained here
and apply it to another enterprise, perhaps a
“look-alike” to the Foundation that would help the
poor in our country.

Much has been accomplished at the Foundation
during the past five years, and I am especially
proud of progress in the area of learning and dis-
semination. There are countless proven ideas in
the IAF files that are replicable in the United States
as well as in other countries. Even more important
than specific ideas, though, is the Foundation’s
model of learning from projects—both different
and alike—throughout the hemisphere and dissem-
inating what has been learned.

There are thousands of nonprofit and voluntary
organizations in the United States that are imple-
menting excellent programs to help the impover-
ished and uneducated, but there is no central
coordinated effort to build upon these efforts by
monitoring the process. And since there is no
information bank for sharing methodology and
results, many of these programs in inner-city
organizations and the rural sector must continually
start from scratch.

An important lesson that I have learned at the
Foundation is that each project must build upon
the preceding one. We have begun a process to
extract the lessons inherent in each effort funded,

Careful monitoring, learning,
and dissemination allow us to touch
the lives of millions of people, uhile
our small number of grants can
only affect thousands.

to compare these lessons, and then to study the
results. A learning component is now a part of
each and every Foundation grant, thereby multi-
plying its value.

We have also increased the frequency with
which we monitor projects. Project monitoring
reports, for example, have increased-from 400 to
1,950 annually over the past five years—almost a
five-fold increase. Careful monitoring, learning,
and dissemination allow us to touch the lives of
millions of people, while our small number of
grants can only affect thousands.

Another lesson I have learned is the power of
local professionals to help the disenfranchised
members of their own country. As President of the
IAF, I have visited grantees in every country in
this hemisphere except Cuba, Suriname, and Guy-
ana. I can therefore state with conviction that the
answers to the region’s long-term development
problems lie in the partnership between in-country
professionals and grassroots groups.

One dictionary describes grassroots as “’people
removed or somewhat isolated from a major politi-
cal center.” That is an apt description of many of
our grantees, who are often isolated geographi-
cally, politically, and socially. And that is why it is




A Haitian teacher in Verrettes shows an enthusiastic preschool class how to play a new game. Improved wages, fraining, and status
of teachers such as this young woman are crucial if developing contries are to properly educate future generation:s.

so important for the Foundation to encourage net-
working among groups throughout the region.

It is also crucial to support the training of train-
ers who take their knowledge into the community.
There are numerous examples of Foundation sup-
port for such networking and training, but let me
give three examples:

® The Centro de Educacién y Tecnologia (CET),
a grassroots support organization (GSO) in Chile,
helps poor urban and rural communities meet their
basic needs for nutrition and housing by offering
training in sustainable agricultural techniques.

CET is so successful in its work that I suggested
that the Foundation award it a grant to train IAF
grantees from other countries. By the end of 1989,
CET will have conducted three seminars to train
field-level experts in techniques of organic food
production, small-scale animal husbandry, and
low-cost housing. A fourth, policy-level seminar is
aimed at the executive directors of GSOs, who will

evaluate the relevance of the training to their own
projects.

A total of 80 people representing 27 IAF grantee
organizations from 12 countries will receive train-
ing under this grant. Through their work they will
disseminate this knowledge to hundreds of other
organizations.

¢ The Instituto Centroamericano de Administra-
cién de Empresas (INCAE), which trains corperate
managers, a! o trains professioiral staff of grass-
roots support organizations and microenterprises
in management skills, small business administra-
tion, marketing, and accounting. The training at
INCAE is based on the Harvard case-study
method, although the Institute carries this method
one step further by requiring the participants to
write the case studies themselves.

o
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THE PRESIDENT'S REPORT

With Foundation support, during the past three
years INCAE has taught business skills to
hundreds of microentrepreneurs and GSO man-
agers from all over Central America. These “exten-
sionists” are then better able to help other small
businessmen, managers of agncultural coopera-
tives, and similar grassroots groups.

e Fundagao Esperanga is a private voluntary
organization offering short- and long-term training
to paramedicals who are natives of Brazil’s remote
Amazonian communities. Not only has Esperanga
succeeded in training these paramedicals to diag-
nose simple illnesses and provide basic health care
services, but it has managed to set up a structure

Dionisio Calagua is the manager of PROTERRA, an
organization that provides legal and lechnical assistance to
farmers in Peru’s Lurin Valley. Increasingly, the IAF works
in partuership with such local professionals to tackle the
region’s development problems.

that firmly places the paramedical as the key to
health care services in the community.

I would like to see Fundagao Esperan¢a expand
its training beyond the Amazon region, and plan
to visit Esperanga on my last official trip in order
to see how we can help further their learning and
dissemination activities among Indian communities
throughout the region.

T am particularly interested in projects such as
these because I believe the answers to Latin Ameri-
ca’s problems are in training and education. And
projects that train trainers have the largest multi-
plier effect of all.

That is also why I see my greatest single accom-
plishment at the Foundation as setting up the In-
Country Service (ICS) teams. These teams, made
up of in-country professionals, have inflnenced the
way we fuse funding and learning. Unlike IAF
country representatives, who generally can visit
each project-unly once a year, ICS teams are able
to visit projects several times a year—in fact, as
often as needed. This helps grassroots organiza-
tions, which benefit from expert advice; it aids the
Foundation, which gets more regular feedback;
and it hones the skills of indigenous professionals
who will help change their own countries through
their effort to improve the lives of the poor.

On a broader scale, I would like to see coopera-
tion and a sharing of experiences among all donor
agencies in Latin America. This would be a kind of
United Nations of Funuers,” a forum not for the
distribution ¢f grants but for the shering of ideas.
Only by working together will the full potentiai of
all development funds be realized.

There is need for coordinated action among
donor agencies to help countries improve the pay,
educational level, and status of teachers. Teachers
hold their countries’ futures in the balance, for
they are the ones who educate the future
generations,

Children are less likely to drop out of schoot if it
is exciting, challenging, and relevant. With state-
of-the-art curricula and techniques, teachers could
teach not only reading, writing, and arithmetic but
also such pressing topics as natural resource
conservation.
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Legal promoters in Mexico City receive training from ICEPAC
in issues related to housing and vrban services. Participants
will then train others in their oton communities.

Appropriate educational literature needed for
this task has not yet been developed, neither in
Latin America nor anywhere else. I would like to
see a major initiative to create such literature in
each country: Innovative and attractive materials
are needed dealing with small business accounting,
appropriate technolngy, tropical subsistence agri-
culture, cooperative marketing techniques, and
more. This area, too, could benefit from interna-
tional donor agency cooperation with the educators
in each country.

Our civilization can never reach the millennium
we dream of and work toward as long as thou-
sands of children die each day from malnutrition,
forests are destroyed, rivers and oceans are pol-
luted, and our planet Earth is sorely abused. I .
noted this almost five years ago in my first annuai
report message when I wrote:

My first trip for the IAF took me to Colombia. As |
stood on a hill near some small huts, it seemed like the
hills of my childhood. I thought only I had changed. But
when I looked and listened carcfully, 1 recognized change
all around me—no smell of wood smoke, no pot bubbling
on the fire, simply no wood left to burn. Nobody was
growing corn and beans in the garden. There were no
gardens, nor goats tethered to the fences. Worse, no
chickens pecked about the yards. There was nothing to
feed the chickens.

tae

I was nostalgic for a time that wili n. <r come
again. There are just too many people today, living
in too many cities, with expectations of a style of
life they see on television or read about in nevelas.
But—and this is essential—they are willing, yes
eager, to work for their dreams. And there are
thousands and thousands of well educated, deeply
concerned citizens working in private voluntary
organizations, nongovernmental organizations,
national development foundations, and grassroots
support organizations of Latin America and the
Caribbean to help their impoverished countrymen
The answers are within their reach, but they need
help to implement, to experiment with the many
possible creative solutions. That is what the Foun-
dation is all about.

As I noted at the beginning of this letter, much
remains to be done, and I expect to carry out some
of this work in another capacity. But for now I am
leaving friends and trusted colleagues, without
whom many of these achievements would not
have been possible.

I want to thank the entire Foundation staff for
their hard work and their willingness to embrace
the concept, “you don’t have to wait till it breaks
to fix it.” In addition, I want to thank Victor
Blanco, Chairman of the Board of Directors; Robert
Mashek, Executive Vice President until his retire-
ment in late 1988; Stephen Vetter, Vice President
for Programs; and Charles Reilly, Vice President
for Learning and Dissemination. The latter two
spent many long hours and what should have
been holidays to help convert my dreams
into reality.

I am also grateful to William Dyal and Peter Bell,
the first two presidents of the IAF, for their contri-
bations. But the major credit must go to Congress-
men Dante Fascell and Bradford Morse for their
foresight and vision 20 years ago in creating a
Foundation with a passport for change. As a fund-
ing agency we are small, but as a learning agency
we are unique, and we will persevere.

Thank you for the opportunity to learn with
you. I will take the Foundation with me wherever
I go.

12
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Partnership at the Grassroots:

A New Green Revolution

Nurturing the rapidly
thickening network of
local organizations
requires donors and
grantees to think about
what each does best.

4 uring the recent con-
L2t ference of nongovern-
mental organizations and
international donors sponsored
by the Consejo Nacional de
Organizaciones de Interés Social
(CEDOIS) in the Dominican
Republic, one of the participants
commented that “in the ‘60s
and '70s, everyone was preoccu-
pied with the miracle grains and
the high technology of the
Green Revolution. But today,
the most important green revo-
lution is taking place among the
grassroots organizations of
developing nations. ’ This play
on words is not only interesting
but revealing, pointing to the
change in attitudes that has
occurred during the past two
decades.

When the Foundation began
to support grassroots develop-
ment projects in 1969, many
ciitics believed that the scarcity
of private development organi-
zations in Latin America and
the Caribbean sounded ample
warning that the soil of the
region was too poor to support

a vibrant localized approach to
developmeant. The high acidity
level of that soil was measured
by indicators such as the fre-
quency of military governments,
the underappreciation of private
and civic initiative, and the his-
torical legacy of a highly central-
ized state and church. Such
factors had thwarted the emer-
gence of independent local
social and economic organiza-
tions, and by extension, would
always tireaten any new root
system, regardless of the quality
of outside support. Substantial
progress seemed to require
thinking in monumental, macro
terms, not small, micro terms.
Yet there was an argument to
be made for thinking broadly
while investing precisely. Where
large sectoral programs were
measuring results and products
in terms of inputs and outputs,
grassroots deveiupment would
focus on the processes, the
changes individuals working in
cooperation could achieve. The
sectoral programs of large
donors were often conceived as
mammoth undertakings, yet
their unwieldiness and high
administrative costs tended to
minimize help to populations
living at the margins. Grassroots
programs generally cost a pit-
tance, and they could be specifi-
cally targeted to reach the poor.

vl
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And ironically enough, when
the world economic climate
cooled in the 1980s, grassroots
projects often proved to be
more resilient and better
adapted to the shrinking pool of
resources.

In 1969, there were only an
estimated 250 private develop-
ment or nongovernmental
organizations (NGOs) in all of
Latin America. During the inter-
vening 20 years, there has been
a virtual explosion of NGOs,
and the number increases daily.
The 1985 study by Brian Smith
of the Massachusetts Institute of
Technology, which identified
approximately 4,000 indigenous
NGOs in Latin America, mea-
sures the tip of the iceberg, only
listing nonmembership organi-
zations providing technical ser-
vices to development projects
for the poor. It does not include
the tens of thousands of infor-
mal community groups that are
organizing throughout the

When the world
economic climate
cooled in the 1980s,
grassroots projects
often proved to be
better adapted to
shrinking resources.
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-Peruvian farmers harvest wheat. While the Green Revolution produced a wealth of agricultural technology, an important revolution
is taking place today among grassroots organizations throughout the developing world.

region to carry out a wide array
of activities—from women
working together to improve the
education and health of their
children, to peasant farmers
establishing joint -narketing and
production programs. In Hon-
duras, for instance, a recent sur-
vey identified 160 NGOs and
3,000 peasant associations with
210,000 members; 1,260 cooper-
ative societies with 175,000
members; and 310 producer
-associations with 53,000
meinbers.

In Brazil, a recent census
identified 1,041 NGOs currently
operating in 24 states and 231
cities—90 percent of them

founded in the past two dec-
ades, 55 percent of them in the
1980s alone.

The Foundation takes under-
standable pride for the part it
has played in nurturing this
phenomenon. During the 18
years of the Foundation’s exis-
tence, we have supported some
1,800 organizations with $270
million in funds. It is our belief
that this growth will continue,
presenting a tremendous chal-
lenge to us and to other donors
interested in grassroots develop-
ment. In FY 1988, we had the
opportunity to support almost
200 new organizations and sup-
plement 170 others that have
previously received IAF grants.

The IAF has also learned val-
uable lessons through its experi-

ence that may prove useful to
other funders. Managing a
grassroots development agenda
is different from managing pro-
grams more sectorally driven.
Key indicators to watch in man-
aging a grants program for
grassroots development include
the following;:
® Project Design. The impor-
tance of beneficiaries” involve-
ment in project design and
implementation cannot be
overstressed. Review of
countless projects suggests
that when beneficiaries are
included on the ground floor,
they are more likely to stick
with a particular program
through hard times, increas-
ing the probability of success.
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cent and are exploring ways
to lower it further.

¢ In-Country Support (ICS)
Services. We have found the
use of local consultants to
accompany the development
of projects to be extremely
important. Technical assis-
tance, timely advice, and
monitoring reports can make
the difference between suc-
cess and failure. The relatively
low cost of the ICS system—
in FY 1988 it was only 6 per-
cent of the total program
budget—shows that valuable
assistance can be obtained for
a fairly small investment.

¢ Average Grant Size. The
average grant for FY 1988
remained in the $72,000

Migucl Sayago

In response to an initiative designed—by local people to solve a specific problem, the
IAF awarded a.grant to Mapuche Indians in Santiago, Chile, which zwill help them
preserve cultural traditions in their newe urban environment.

¢ Counterpart Funds. A flood

of resources is pouring into
the NGO sector, sometimes
too much. For a project not to
be swamped, the proportion
of local to outside resources
needs to be carefully
weighed. The ratio of IAF
support—$1 for every $1.26 in
local resources—has remained
generally constant during the
past four years, and we are
very reluctant to fund a proj-
ect unless it can at least raise
matching resources.
Decision-Making Time. We
have tightened our internal
review of proposals to move
closer to our goal of providing
applicants with a firm yes-or-
no decision within three
months, since experience has
demonstrated the importance

of quick action to build on
enthusiasm mobilized at the
local level.

Funding Spread. Tightening
our internal review process
has also led to better manage-
ment of our work load and
budget, ensuring sounder
choices. Donor organizations
often face a remorseless “fis-
ca] year crunch” when large
percentages of their monies
must be obligated in the final
quarter or be lost. We are
pleased that in FY 1988 we
allocated only 15 percent of
our budget during the fourth
quarter, funding 15 percent in
the first quarter and 35 per-
cent in each of the middle

quarters.

Overhead. Maximizing the
level of grant support while
minimizing our administrative
costs is a key to good pro-
gram management. We again
held our overhead to 17 per-

range. The average for our
first 15 years was $105,000.
This reduction reflects our
evaluations of hcw larger
grants (those over $500,000)
performed in the past. Large
grants can create large prob-
lems and waste, so we have
chosen to better distribute
our limited resources among
more organizations.

Vitality of the Portfolio. The
growth in new organizations
makes it vital to find ways of
supporting, them as they come
into being. At the same time,
the ongoing needs of some
innovative organizations we
are already financing creates
an offsetting demand for our
resources. To find a proper
balance between old and new,




each national portfolio is
reviewed to reflect local needs
and formulate a clearly stated
country strategy. For exam-
ple, in Colombia the pro-
portion of old grants to new
grants is nearly one to one,
while in Peru, it is five

to one.

As the network of NGOs and
community organizations wid-
ens and thickens, there is a
growing need for clarifying the
terms of partnership between
organizations and donors inter-
ested in sustainable, people-
centered development. Tke con-
cept of “partnership” is often
invoked and widely interpreted.
In defining the concept as it is
practiced project by project, one
soon retu..s to the terms of ref-
erence that guide any good and
enduring humar relationship.
The three values uppermost in
my mind as I watched the qual-
ity of interaction mature and
grow during the past y=ar with
the organizations we support
are the following;:

o Responsiveness. This con-
cept, easily misused, is meant
here to underscore the
importance of suppciiing
local initiatives designed by
local people to solve specific

The intervention
of outside experts,
however well intend-
ed, can only be
effective when it
has been invited by
and is channeled
through local
organizations.

H
i
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problems. Recognizing that
those most directly affected
by a problem have the great-
est interest and commitment
to seeing it solved, donors
must understand that the
intervention of outside
experts or practitioners, how-
ever well intended, can only
be effective when it has been
invited by and is channeled
through local organizations.
The old adage “you can lead
a horse to water but cannot
make it drink” still applies:
Projects cannot be force-fed
with money or outside exper-
tise. Mature partnerships
between international donors
and local organizations rely
on frank dialogue that taps
their respective skills and
knowledge, reducing the risk
that local organizations will
cater to the whims of donors
importing new problems by
sponsoring pet cures.
F.eciprocity. A balanced part-
nership requires-a clear
understanding of the relative
strengths and weaknesses,
and the separate interests of
both parties. Too often we see
the tendency towards one-
sided relationships, with an
organization only looking to
us for financial resources.
Recognizing, however, that
each project is a potential
gold mine for lessons that can

benefit c*her project., we see
an attendant need for moni-
toring, evaluations, and writ-
ten reports. The important
point here is simply that the
two partners be very explicit
and open in order to mini-
mize unnecessary conflicts.

® Responsibility. Public

accountabili* for manage-

ment of funds continues to be

a key to project implementa-

tion and organizational

growth. The vitality of any
organization is tied to fiscal
awareness among its member-
ship and beneficiaries, and
that can most easily be
attained through mutually
agreed upon audits. The need
for “organizational transpar-
ency” extends to us as well,
as the publishing of this
annual report attests. Donor
organizations work best when
they can gain the approval of
the larger society in which
they function, and when they
maintain credibility with their
domestic constituency and
with their colleagues and
partners in the international
community.

Responsiveness, reciprocity,
and responsibility are the three
guiding principles for us and
the organizations we support.
Grass grows, covers eroded
land, sustains livestock, keeps
the wind from taking topsoil.
Grassroots development nur-
tures local people. It is nothing
exotic, only the common result
of ordinary people working
together to enrich their commu-
nities and their lives.

—Steve Vetter
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1988 Program Highlights

Overview

In FY 1988, (e Inter-American Foundation
approved. 208 grants, 173 grant supplements,
and otder. program activities totaling
$24,848,919 to support grassrodts development
initiatives in Latin Americaand the Caribbean.
Other programmatic activities included
In-Country Support (ICS) Services, fellowships,
evaluations, : pubhcahons, and learning.and dis-
semination' projects.

Grantee matching contributions, either
in-kind or cash, averaged $1.26 for.every Foun-
dation dollar in FY 1988: The average grant size

in FY 1987, and $105,000 for the penod
FYs 1972:1987.

Grants’biy.Sector

e Food Prodiiction and Agriculture
Foundation suppoit for agricultural and ecode-
velopment ¢ ivities totaled approximately

$7.5 nulhon in FY 1988, or 37 percent of pro-

in FY 1988:was $72,000, compared with $67,000-

gram funding. This percentage reflects a contin-
uing downward trend for support of rural
activities, which totaled 48 percent in FY 1986,
46 percent in FY 1987, and 42 percent between
FYs 1971-1986.

‘Initial analysis of rural. sector funding indi-
cates the decrease is due, in: part, to populahon
shifts from farms to cities, growing interest in
the “informal sector” in urban areas, and an
increase in the number of microenterprise
projects presented to the Foundation.

During FY 1988, grants were approved for
rural programs such as environmental protec-
tion and conservation, crop diversification,
-animal husbandry, and artisan fisheries. The
majority of grants provided for credit programs,
‘technical assistance, and training. to improve
crop production and marketing, administration,
and-organizational and leadership skills of small
farmer associations.

o Enterprise Development and Management
While support for rural projects diminished,.
Foundation support for urban small enterprises

& Grants by Size—1988

., 39 at less than $25,000
. 49 at $25,000-$49,999

68 at $50,000-$99,999

2 34 at $100,000-$199,999
1 7 at $200,000-$400,000
E 1 at over $400,000

198  TOTAL
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increased by nearly 100 percent during FY 1988.
Funding for this sector totaled $4.5 millic'y, or
22 percent of program resources. In previous
years, total microenterprise grants accounted
for 12-15 percent of the Foundation’s program
resources.

Grants were used by local development
organizations to improve marketing techniques,
acquire production equipmer., establish revolv-
ing credit funds, and support managerial and
technical skills training.

Beneficiaries included owners and operators
of small businesses with minimal skills who
have migrated from rural to urban areas and
now form part of the growing "informal sector.”

® Education and Training

Unlike support for rural and urban economic
development activities, IAF support for educa-
tion and training programs changed little dur-
ing the past fiscal year. Grants in these areas
totaled $5.0 million, representing 24 percent of
program resources in FY 1988, compared with
22 percent in FY 1987.

Project activities included networking
exchanges, adult literacy programs, native
language education, and vocational and organ-
izational skills training, as well as instruction in
accounting and agricultural and fishing
techniques.

The majority of training and educational
grants were components of larger agricultural,
conservation, and enterprise development
projects supported by the Foundation.

o Community Services

Support'for community service programs
totaled $1.4 million in FY 1988, or less than 10
percent of program resources, compared with
15 percent in FY 1987.

Grants were approved for community organi-
zations, urban sanitation, health education and
services, self-help housing, appropriate tech-
nology for low-income neighborhoods, and
legal services.

Grants and Amendments
for Supplemental Funding

Program Area Number Amount
Grants ($000’s)
Food | 130 $ 7,489
Production/
Agriculture
Enterprise 72 4,513
p
Devt./
Management
D Education/ 88 5,012
Training
L__I Research/ 27 941
Dissemination
D Housing 5 373
Health 15 646
L__I Legal 7 366
Assistance
Cultural 9 402
Expression
D Ecodevelopment 6 525
TOTAL 359 $20,267

Chart shows
percentage of
total funds
allocated by
program area.

e Cultural Expression

In FY 1988, the Foundation utilized 2 percent of
its program resources to support cultural
expression initiatives.

Although these grants represent a small por-
tion of the total program budget, they provide
an mvaluable opportunity for people to learn
about their heritage and to preserve their tradi-
tional cultural values. M

LT
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Evaluating the Human Factor in
Grassroots Development

Factoring human
development into the
equation means inventing
new yardsticks for
measuring success

and failure.

o fulfill its congressional

mandate of directiy
assisting the poor people of
Latin America and the Carib-
bean, the Inter-American Foun-
dation works to encourage and
strengthen grassroots organiza-
tions. The Foundation believes
that these organizations—not
the hardware and infrastructure
emphasized in typical develop-
raent projects—provide the key
‘o people improving the quality
of their lives.

Because the IAF is not a typi-
cal development agency, stan-
dard techniques are poorly
adapted to evaluating projects
funded by the Foundation.
Cost-benefit analyses used by
other funders do not take many
of our goals into account. For
example, while Foundation
grants are geared to address
specific development problems,
the ultimate goal usually tran-
scends the provision of a partic-
ular service or product: Primary
emphasis is on creating or
strengthening a local organiza-
tion that can function effectively
after funding ends.

16

Given this concern for organi-
zational development, economic
performance during the grant
period is not always decisive in
how the IAF evaluates projects.
Of course, most projects must
show a positive rate of return in
the long run if they are to help
the participants: No one benefits
from an endeavor that consis-
tently operates in the red.

Over the past several years,
the Foundation has been strug-
gling to develop methods for
evaluating the impact of fund-
ing that measure concrete
resuits without overlooking
organizational growth.

Social Process and
Cost-Benefit Analysis

Last summer, in pursuit of
those methods, the Foundation
commissioned a field-based
study of eight projects, using an
eclectic methodology to assess
both the organizational proc-
esses we seek to encourage, and
the concrete benefits that are
the immediate goals of most
development projects. The
research was contracted out to a
five-rnember, interdisciplinary
team that included twe experi-
enced field researchers, two
economists, and one
anthropologist.

Suuuay wpyIm

A worker at the processing plant run by
CCAM in Santa Cruz, Bolivia. A
recent LAF study shows this federation
boosted members’ incomes.

IAF field representatives were
asked to identify projects that
exemplified significant organi-
zational growth and concrete
economic activities. From the
initial sample of 30 projects, the
research team chose eight,
based on suitability to the
study’s complex methodology
and the need for a variety of
project settings.

The eight typify the IAF port-
folio in types of grantee, types
of development activities, and
the general IAF rationale for




ERI

funding. But since the sample
size is small and it was not ran-
domly selected, no statistical
claims are made about overall
IAF funding.

The projects reflected a vari-
ety of geographic locales,
including Argentina, Bolivia,
Colombia, Cosca Rica, Ecuador,
Paraguay, Peru, and St. Lucia.
Half the organizations studied
were grassroots groups, and
half were organizations that
provide services to grassroots
groups.

The projects themselves also
reflected the variety of Founda-
tion funding and included such
activities and services as credit,
legal assistance, export market-
ing, community organizing,
technical assistance, and self-
help housing. The oldest organ-
ization had been in existence
16 years while the youngest had
three years of experience. The
range of Foundation funding
was also broad: one organiza-
tion has been awarded over
$2 million in IAF granis, while
another received a $33,000
grant.

The team studied three
aspects of each grant: the per-
formance of the funded
organization, the impact on
beneficiaries, and cost-benefit
data to evaluate effectiveness.

Aruitoxt provided by Eic:

Technicians from PROTERRA survey land in Peru’s Lurin Valley. This grassroofs

support organization was one of eight 1AF grantees evaluated to determine concrefe

benefits derived from deve! spment projects.

A team member spent an
average of 12 days with each
organization, and the team
leader spent two to four days at
each site (except for one case
when travel connections broke
down). The researcherc studied
available records and observed
interactions between the mem-
bers of the organization and the
beneficiaries. They also con-
ducted extensive interviews
with local staff members, bene-
ficiaries, and others knowledge-
able about the project.

The researchers then analyzed
the performance of each organi-
zation based on a series of indi-
cators drawn from Foundation
experience in measuring organi-
zational growth, such as the
degree of control beneficiaries
exercised over a project, and
their critical understanding of a
project’s implications. The team
studied the economic levels of

s

the beneficiaries in each project;
the degree to which leadership

and technicians were accounta-

ble to participants; the extent to
which beneficiaries participated
in the decision-making, man-

agement, and implementation of

the project; and the level of
beneficiary satisfaction with the
project.
The researchers also studied

- the internal health of the organ-
izations and their ability to
influence others. They studied
how sustainable each organiza-
tion was, measured in terms of
managerial capacity and finan-
cial solvency; how dependent it
was on Foundation funding;
whether it was adapting to
changing circumstances; how it
was handling challenges and

oSefeg (i
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crises; and whether the organi-
zation had served as a role
model for other development
groups.

The second part of the analy-
sis focused on whether the proj-
ect met the social and economic
needs of the beneficiaries as
stated in the grant proposal.
The researchers tried to measure
individual benefits such as
increased income, productivity,
or access to credit and other serv-
ices; gains such as obtaining
land titles or low-cost housing;
and attitudinal changes such as
an increased sense of opportu-
nity and momentum. They also
measured organizational
impacts such as increased con-
trol over markets and pricing,
increased awareness of the ben-
efits of cooperative self-help
efforts, and an increased sense
of organizational capacity and
power.

Finally, the researchers con-
ducted a cost-benefit analysis.
Each organization’s fixed and
operational costs for a project
were weighed against the total
benefits created. Both costs and
benefits were measured in real
terms to account for inflation,
and a 13 percent discount fac-
tor—the World Bank’s standard
rate for project analysis in
developing countries—was used
to account for the time value of
money.

In addition to weighing such
traditional development benefits
as increased production, job cre-

ation, and credit availability, the
researchers assigned economic
value to other project outcomes:
the time saved by farmers from
having services closer at hand,
the value to small producers of
receiving prompt payment for
their goods, and the savings
from lowering input costs. The
value of specific services were
calculated through interviews
with beneficiaries, and price
comparisons for similar services
in nearby areas.

Findings

Given the manner of project
selection, it should not be sur-
prising that the research find-
ings were very positive in terms
of their organizational perform-

ance, impact on grantees, and
cost-effectiveness.

The projects’ impact on bene-
ficiaries were both positive and
tangible. All eight organizations
had provided unprecedented
access to such services as credit,
agricultural inputs, legal serv-
ices, and housing. Less quan-
tifiable benefits were also
apparent: increased levels of
experience, increased self-
confidence, and a sense of
future direction. One troubling
finding, however, revealed that
beneficiary participation in man-
agement and decision-making
was often low.

Cost-effectiveness scores were
high in the seven projects
where they could be calculated.

cont. on p. 20

-

A factory worker fashions petticoats in Quito, Ecuador. During FY 1988, the

Foundation reviewed ifs recent experience in support of women'’s projects

such as this one.
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1988 Learning and
Dissemination Highlights

Overview

The Office of Learning and Dissemination was
created and staffed during 1986. Breaking with
traditional, high-cost approaches to research
that yield few practical gains, the new office
was charged with the task of finding innova-
tive—and less expensive—ways to génerate
information. As a result, the average cost of
sommissioned research has dropped consider-
ably, and more useful appraisals of grassroots
development are being produced—usually in
collaboration with Latin Americans and
Caribbeans.

Activities

® Research and Evaluation

For the first time in the Foundation’s history, a
comprehensive Learning Agenda has been
developed to guide research efforts. Current
investigation focuses on such topics as the
nature of base groups and the organizations
that support them, as well as ecologically sound
agricultural projects. Other activities include:
—a reclassification of the projects in the Foun-
dation’s data base for more consistent statistical
analysis;

—a new policy for producing project histories,
which led to 267 completed file-based histories
and 13 field-based project histories, with
emphasis on lessons learned; and

—reviews of recent Foundation experience in
four funding areas: health, agricultural market-
ing, and projects aimed at women and youth.

® Publications

The 1987 Annual Report and three issues of
Grassroots Development were published during
FY 1988 in Spanish, English, and Portuguese.

_ Inaddition, Direct to the Poor, an anthology of
articles from Grassroots Development, was pro-
duced in collaboration with Lynne Rienner Pub-
lishers. The Foundation itself published Una
Apertura a la Esperanza (a Spanish translation of

In the IAF’s latest video, the community of Aquia tries to
repopulate its communal highlands with alpacas.

the highly acclaimed Hopeful Openings published
last year) and a monograph titled The IAF and
the Small- and Micro-Enterprise Sector.

e Video Series

In FY 1988, the Foundation completed the third
video in its Grassroots Development Video
Series. This latest video cente+>.on the repopu-
lation of alpacas in the central highlands out-
side Aquia, Peru. To date, approximately
120,000 students have seen the videos, and an
estimated 1.5 million others have viewed them
on cable networks.

e Fellowships

Fellowships were awarded to 46 scholars,
researchers, and development practitioners
from the Caribbean, Latin America, and the
United States in FY 1988. Support was given for
research on microdevelopment approaches to
improving the condition of poor people
throughout Latin America and the Caribbean.

e Links to In-Country Support (ICS) Services
A regional ICS conference was held in Wash-
ington, D.C., in October 1987 to enhance com-
munications among the various ICS offices.
Regional workshops then took place as a
follow-up, and future meetings were scheduled
to seek ways to even better support the devel-
opment efforts of grantees and to integrate the
learning efforts of the Foundation and ICS
professionals.
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cont. from p. 18
(One organization was too large
and complex to be thoroughly
analyzed in the time available.)
Most organizations, and espe-
cially the older ones, scored
high on assessments of sustain-
ability. And there was signifi-
cant evidence of IAF projects
serving as models for other
development efforts. In fact,
two of the projects were repli-
cated nationally.
Some instances of measurable
impact include the following;:
® A grassroots support organi-
zation providing legal and
technical assistance for farm-
ers in Peru’s Lurin Valley was
instrumental in securing legis-
lation to protect land titles
nationwide. It developed an
inexpensive land-titling sys-
tem, and also helped lay the
groundwork for a national
organization of campesinos
who had recently acquired
land titles.
® A credit organization filled a
gap in Uruguay’s financial
system by securing credit at
favorable tzrms and condi-
tions for the cooperative sec-
tor. In the process, it has
become a significant channel
of international funding to
cooperatives. In nine years,
the organization has supplied
credit to 282 cooperatives and
5,640 of their members.
¢ A self-help housing program
in Colombia proved its meth-
ods were far more cost-
esfective than government-
financed housing projects,
while directly benefiting
3,400 families.
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A self-help
housing program in
Colombia proved its
methods were far
more cost-effective
than government-
financed housing
projects.

¢ An agricultural exporting

cooperative in Costa Rica
managed to obtain higher
prices for a squash-like vege-
table called chayote, after over-
coming a nearly disastrous
imbroglio with the U.S.
Department of Agriculture.
The cooperative, which repre-
sents smaller producers, went
on to capture 30 to 40 percent
of the country’s chayote
export market.

A long-established coopera-
tive federation in Bolivia has
significantly boosted its mem-
bers’ productivity and
income, while successfully
weathering Bolivia’s astro-
nomical inflation rate.

A credit and technical assis-
tance organization in St. Lucia
directly aided 319 microentre:
preneurs, increasing their
earnings by more than 100
percent, on average, over a
period of four years. Not one
of the entrepreneurs would
have qualified for commercial
credit.

A new campesino federation
in Ecuador has already
increased daily milk produc-
tion by 54 percent over the
local a